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Issues. . . Solutions • • •
Throughout the 1980s, lack of adequate financial 
management has resulted in a series of scandals and mishaps 
within the federal government. And although proposals to 
improve the situation may lack the headline appeal of these 
public fiascos, the continuing reports of financial confusion 
and fraud in our government underscore the fact that 
something must be done and done quickly.
Consider:
• A 1987 GAO report found that, in just three years, 
delinquencies in non-tax debt owed to Uncle Sam had 
grown by 55 percent to $54 billion.
• The same report noted that the Department of Defense 
could not account for over $600 million in advances made 
by foreign customers for weapons system purchases.
• HUD scandals have shaken the nation’s faith in its 
government and its programs. Findings like those of a 
recent HUD audit, a $4.2 billion FHA loss for 1988 that 
was five times greater than the amount originally reported 
by the government, cast increasing doubt on the financial 
assertions our government makes.
• A 1989 Inspector General report disclosed that the Interior 
Department has lost $17 to $19 million in funds it holds 
for the benefit of the nation’s Indians. Apparently, massive 
mismanagement of the federal government’s $1.7 billion 
Indian Trust Fund was the cause. In all likelihood, these 
funds will never be accounted for or recovered.
• Our government, the world’s largest business, has many 
unintegrated accounting systems and does not issue 
comprehensive government-wide financial statements. No 
private sector company is allowed to conduct business this 
way, but our government continues to do so.
• Debate persists over the practice of using surpluses in 
federal trust funds, especially Social Security, to mask the 
deficit. Factoring Social Security out of the budget, our 
fiscal year 1989 deficit would rise from the already 
staggering $160 billion to over $220 billion.
Charles Bowsher, Comptroller General of the United 
States, recently said, “The history of accounting 
gimmickry in the 20th century has one unyielding lesson: 
It is impossible to repeal the economic facts of life.
Ultimately, illusions give way to reality.”
The federal government needs immediate strengthening of its 
financial management procedures by adopting practices that 
are vital to the healthy operation of any large business entity. 
The AICPA recently published a report recommending that 
the federal government:
 1. Establish an independent Chief Financial Officer of the 
United States and charge that person with organizing 
and coordinating the financial management of the 
federal government and its agencies.
2. Establish uniform financial accounting and reporting 
principles and standards to be used consistently 
throughout the federal government.
3. Issue annual financial statements at the departmental 
level and government-wide in a complete, consistent, 
reliable and timely manner.
4. Require annual independent audits of these financial 
statements — government-wide and for each 
department and agency.
The time to act is now.
The AICPA, state CPA societies and a growing number of 
business leaders strongly support legislative efforts to bring 
about strong financial management and reliable financial 
reporting in the federal government. To make informed 
decisions, legislators need to know the 
reality of federal financial affairs. And 
taxpayers, who fund the government, 
have a right to know how their money 
is managed.
The AICPA welcomes your 
comments and suggestions, as well 
as your support. For a free copy of 
the booklet, “Federal Financial 
Management: Issues & Solutions” 
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